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SUPPLEMENTAL TBLBPHOHE REPORT 
PDRTHER INQUIRY ISTQ 3EFP3CT OJ COMPETITION, L fS.-i* 

V 

September 18th, 1905. 

Clarence "Whitman, Esq. , 

Chairman Special Telephone Committee. 
Dear 8ir: 

In July last I was instructed by you to visit a considerable 
number of important cities, for the purpose of further studying the re- 
sults of telephone competition; and was further instructed to gather 
from all other competitive points as much data as practicable bearing 
upon the subject. My general instructions were to inquire into and re- 
port upon: 

1st: The extent to which two telephone systems in a city re- 

quire business firms to make use of both in place of choosing 
between them. 

2nd: The effect of competition upon the annual outlay for 

telephone service. 
3rd: The effect of competition upon the quality of ssrvice 

and upon the development of telephone use. 
4th: Other results of competition. 

5th: Public opinion based upon experience. 

6th: Any other important conditions germane to the subject. 

Acting under these instructions I visited Utica, Syracuse, 
Rochester, Buffalo, Cleveland, Toledo, Detroit, Chicago, St. Louis, 
Louisville, Indianapolis, Philadelphia and Baltimore, where I person- 
ally discussed competition with about two hundred telephone users, 



mainly b us iness men of various classes, out also Including bankers, 
brokers, newspaper men, and public officials. I also sent about 2,000 
circular letters of inquiry to business men in all important American 
cities where competing telephone systems are in operation, about 1200 
replies being received* A considerable body of other data was also 
gathered from various sources. 

I beg to report the result of my inquiry as follows: 

EXTENT TO TOICH TWO TELEPHONE SYSTEMS IN A CITY RE 0,111 BE 
BUSINESS PIKiS TO MAKE USE OP BOTH IN PLACE OP 
CHOOSING BETWEEN THEM. 

In every city having two telephone systems, telephone users 
are divided into three classes: 

A: Subscribers to Bell Telephone Only. 

B: Subscribers to Both Systems. 

C: Subscribers to Independent Telephone Only. 

Schedule A. shors the total number of telephone subscribers, 
and the number in each of the three classes, in 39 competitive olties. 
The figures are derived from count and comparison of the names in the 
latest telephone directory of each of the respective companies. In 
many of the directories from 3 to 10 names are listed for the same line. 
These padded names as far as practicable have been cancelled, and the 
schedule presents an approximately accurate exhibit of the distribution 
Of telephone subscribers. 

Diagram B. shows in graphic form, in per centages, the pro- 
portion which each class bears to the aggregate number of telephone 
subscribers; and the number of duplicated telephones representing 
wasteful outlay. ^6 



SCHEDULE A. 
STATUS Oi l COMKETITIOlf* 
As Shown by the Respective 'Isicphone Directories Hearest 



in Date to July 1st, 1905. 



City 


Total 

Subscri- 
bers? 


Both 
-Servi- 
ces: 


Bell 
Only 


Indpt < 
Only 


, Bell 
Total 


Indpt. 
Total 


Bus* 
Dupl. 


Res. 
Dupl. 


Albany, IT. Y. 


6277 


995 


3677 


1705 


4572 


2700 


748 


247 


Atlanta > Ga* 


9705 


1761 


6994 


950 


8755 


2711 






Baltimore , Md* 


21149 


4832 


12834 


3483 


17666 


8315 


4453 


379 


Bii" minghaiii, Ala* 


6363 


1269 


3565 


1529 


4834 


2798 






Buffalo, 2F. Y. 


21847 


4017 


14372 


3458 


18389 


7475 






Chicago, 111* 


97384 


5273 


90669 


1442 


95942 


6715 






Cleveland , 0* 


29560 


3527 


12815 


13218 16342 


16745 


2912 


615 


Coluzobus, 0* 


12$04 


1316 


5523 


6065 


6839 


7381 


996 


320 


Columbus, Ga« 


1774 


375 


1248 


151 


1623 


526 






Dayton, 0* 


9513 


1326 


5639 


2548 


6965 


3874 


993 


333 


Detroit, Mch. 


12857 


175 


12577 


105 


12752 


280 


156 


19 


Duluth, Minn. 


4983 


1100 


2533 


1350 


3633 


2450 


950 


150 


Elgin, Ills* 


3346 


229 


2487 


630 


2716 


859 






i'all River, Mass. 


3557 


580 


2428 


549 


3008 


1129 


465 


115 


Grand Rapids, Mch 


7617 


1738 


1525 


4354 


3263 


6092 


1321 


417 


Harrisburg, Pa* 


3131 


421 


2258 


552 


2679 


973 


318 


103 


Indianapolis, Ind* 


12965 


1560 


3828 


7577 


5388 


9137 


1231 


329 


Jc» 1 i ft ■£ . Ilia « 


3668 


418 


1944 


1306 


2362 


1724 






Kansas City, Mo* 


18078 


nnn e 

2875 


6331 


6872 


11206 


9747 






Louisville, Ky. 


14343 


2524 


6285 


5534 


8809 


8058 


2288 


236 


Minns apol is , 


20147 


3033 


10191 


6923 


13224 


9996 


2584 


449 


Mobile, Ala. 


2460 


214 


1927 


319 


2141 


533 






New Bedford, Mass. 


3379 


423 


2447 


509 


2870 


932 


348 


7l> 
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City 


Total Both 
Subscri- Servi- 
cers: ces: 


Bell 
Only 


Bell 
Indpt. Total 
Only 


Indpt. Bus. 
Total Dupl. 


Res. 

Dupl. 


Borfolk, Va. 


4109 


721 


2622 


766 


3343 


1487 






Peoria, 111. 


6057 


221 


5818 


18 


6039 


239 


209 


12 


Philadelphia , Pa. 


61979 


10010 


48321 


3648 


59331 


13658 






Fittsburg', Pa. 


38453 


5198 


26567 


6688 


31765 


11886 


4803 


395 


Portsmouth, Va. 


931 


108 


740 


83 


848 


191 






Rochester, N. Y. 


12921 


2156 


5394 


5371 


7550 


7527 






Saginaw, Men. 


3455 


1305 


1450 


700 


2755 


2005 


890 


415 


St. Louis, Ho. 


32810 


4882 


19007 


8921 


22S89 


13803 


4423 


459 


St. Paul, Minn. 


11124 


1484 


7533 


2104 


9020 


3588 


1261 


223 


Savannah, Ga. 


4270 


863 


1879 


1528 


2742 


2391 






Springfield, 111. 


5148 


600 


2450 


2098 


3050 


2698 


481 


119 


Springfield, 0. 


4338 


655 


2685 


998 


3240 


1653 


400 


255 


Superior, Wise. 


1740 


450 


690 


600 


1140 


1050 


400 


50 


Syracuse, H. Y. 


7172 


713 


5069 


1390 


5782 


2103 


535 


178 


Toledo, 0. 


9301 


950 


2325 


6026 


3276 


6976 


680 


270 


Utica, N. Y. 


5474 


1029 


2003 


2442 


3032 


3471 


812 


217 



STATUS OP COMPETITION 
July 1st, 1905. 

Statement Showing Percentage of Total Telephone Users in Each 
Place Using Bell Service, Independent Service, and 
Both Services, Respectively. 
Per Cent* of Total Subs cribers. 



Citv 


Bell 
Only 


Duplicates 


Only 


Albany, K. Y. 


57 


16 


27 


Atlanta, Ga. 


72 


18 


10 


Baltimore, lid. 


61 


23 


16 


Birmingham, Ala. 


56 


20 


24 


Buffalo, N. Y# 


66 


18 


16 


Chicago, 111. 


93 


5 


2 


Cleveland, 0* 


44 


12 


44 


Columbus, 0. 


43 


10 


47 


Columbus, Ga. 


71 


21 


8 


Dayton, 0. 


59 


14 


27 


Detroit, Men. 


98 


1 


1 


Duluth, Minn. 


51 


22 


27 


Elgin, 111. 


74 


7 


19 


Pall River, Mass. 


68 


16 


16 


Grand Rapids, Men. 


20 


23 


57 


Harrisburg, Pa. 


70 


13 


17 


Indianapolis, Ind. 


30 


12 


58 


Joliet, 111. 


53 


11 


36 


Kansas City, Ho. 


46 


16 


38 


Louisville, Ky. 


44 


18 


38 


Minneapolis, Minn. 


51 


15 


34 



Per Cent. 



City Bell 
Only 

Mobile, Ala. 78 

New Bedford, Mass* 72 

Norfolk, Va. 64 

Peoria, 111. 96 

Philadelphia, Pa. 78 

Pitlsburg, Pa. 69 

Portsmouth, Va. 80 

Rochester, N. Y. 42 

Saginaw, Mch. 42 

St. Louis, Ho* 58 

St. Paul, Minn. 68 

Savannah, Ga. 44 

Springfield, 111. 48 

Springfield , 0. 62 

Superior, Wis. 40 

Syracuse, N. Y. 70 

Toledo, 0. 25 

Utica, N. Y. 37 



Subscribers. 

Duplicates Independent 

Only 



9 


13 


13 


15 


18 


18 


3 


1 


16 


6 


14 


17 


11 


9 


16 


42 


38 


20 


15 


27 


13 


19 


20 


36 


12 


40 


15 


23 


26 


34 


10 


20 


10 


65 


19 


44 



D/ACXAAf >Sh'OkY//vG OET/f/AtC/VrAL EFrECTOr TELLTPHO/VE: COMPE 7/T/O/V. 

/ncreossa'ono' tVostefi// Oi/f/ay 0i/e to Dop//co7'/G/7 of 7e/epAo//es a/70' 
Borr/rr to /nterconrmun/ coAon /feau/fuw from 7rro Systems. 



Subscribers to/3ell\ •Subscribers to3of/i \\Sub'*./a/ni/epene/(nf 
Tc/epAone Only, V Telephone Systems. II 7»/epnen? On/y. 



Percan-r - 

Albany /V Y. 
Atlanta Go. 
3o/f//nore Mo. 
3/r/rr/rnj/?am A/a. 
doffa/o mx 
CA/coyo /// 
C /eve /and Ob/o 
Co/umbus Go. 
Co/vmbus OA/o 
Dayton Ohio 
De/ro/f Afrcfr. 
Du/uth M/'nn. 
E/<f//> /// 
Fa/I ' ft/rer Afoss. 
Graaa '/fop/ds Af/cA. 
Morris burg r~b. 
//id/aaapo/zs /W 
Uol/ef ///. 
Kansas C//y Mo. 
Lou/syi//e /(y 
Af/'/7peapo//s Af/n.% 
Afo/b//e A/a. 
Weur3eafora'/ya&. 
/Vorfo//c fa 
F&or/a ///. 
ffy/'/aa'e/pA/a /& 
F/ttsbu/y Ah. 
Forts/77oe//A fa 
tJocbesfer/VK 
Sa^/'aaw Af/cA. 
•St. Lows A/o. 
St. Fac// A//A/7. 
Sai/a/7/7aA Ga. 
Spr/Agf/e/d' ///. 
Spr/f!c?fieJ<f OA w 
Super /or tf/s. 
Syracuse /Y-K 
7b/eido OA/o 
C/f/ccr /VX 



C/oss A ana 'C Co/mot Com/nun/cote *r/M£acA O/Z/er 
Class Sis Compelled to Pay Ooub/e Cpo/yes //■; Order fa 
Comrnunicafe wi/n &c//i A C 

~ Total \Dup~I.T,h-pto> 
Telephone \ _ *^/*!&t 






f 3 ^ 




**/ m 1 
















sty* 








wmzzr^z^ : 1 




, * 1 










Jo */• / 2 */» 


.*«-/« 
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*4-"/m /B'/o ; 


: , 1 

-38 '/a 












wzmimtm r* iZ2 — i 


















11°/* 9°,'o 






S8-/0 15"/<, g7% 






zoy 


( 3C */• 


+ B°/° /2-/o \4a.°/~ 






. 3*% ; , 








25'/° SW 



Comyj/'/er/ t, TAe Merc/70/? /s ' /IssOc/'of/o/? of /Veu/ Yor/t. 
*rre f to Approximate/y iSu/y. /Z* 7SOS 



Users 
62 77 
97 OS 
21/4-9 
6363 
2184-7 
9738+ 
ZS5GO 
/7T4- 
12904- 
9SI3 
/285-r 
4983 
3346 
3337 
76/7 
323/ 
iz»es 
3668 
I807B 
/4J43 
20/ 8 7 
2460 
3373 
4 1 OS 
60S 7 
G/979 
38*53 
33/ 
/ 2921 
3453 
3Z8I0 
///T4 
4270 I 
- 49 
4 338 
174-0 
7/72 
9301 
3474 



Peub/e C/re/fcs 
995 
176/ 
4-832 
1269 
4017 

3SZ7 

37S 
1316 
/3Z6 

I7S 

/too 

Z29 

seo 

1 738 
42/ 

/seo 

418 
ZB7S 
ZSZ4 
3033 

2/4- 

4Z3 

721 

22/ 
IOO/O 
3/98 

/OB 
ZIS6 
/30S 
488Z 
/484 

863 

600 

655 

■450 

7/3 

S50 
10 29 
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It appears from the foregoing schedule and diagram that in 
Philadelphia hut 6 per cent of the entire number of telephone subscribers 
use the independent system exclusively. Because of the existence of this 
6 per cent who cannot be reached by the original system, 16 per cent of 
the total are compelled to install additional telephone service and pay 
the charges of both companies* 

Ifearly all the duplicates in Philadelphia are in business 
houses, and as the business rates are $54. for two-party line service, 
and $80. for direct line service, the average business rate lies some- 
where between $54. and $80., making an aggregate annual outlay of between 
$540,000. and $800,000., the greater part of which is in excess of the 
charges imposed by 'the single system* While some subscribers may effect 
a saving by using the independent flat rate service for a small part of 
their business, instead of the Bell f s message rate service for their 
entire business, this saving can be but a small part of the total outlay. 
It is impossible to determine the exact amount, but obviously some ten 
thousand firms are compelled to bear an enormous double burden in order 
to communicate with some 3600 or 3700 who use the independent service 
only. 

In the case of Saginaw, Men. , the existence of independent 
telephone users to the extent of 20 per cent of the whole, compels 38 
per cent of the whole to pay the charges of both systems. In this case 
the wasteful outlay forced upon users of the original system is more than 
twice the amount of the charges paid by the exclusive users of the in- 
dependent system. 

In Atlanta, Oa. , 10 per cent of independent excluslves compel 
18 per cent to pay dual charges; in Columbus, Oa. , wasteful outlay is 
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imposed upon 21 per cent, to secure the aonvsnie nee of 8 per cent. 

These are cases in which an almost nominal increase in the 
the total number of telephone users has afflicted the business community 
with a heavy burden of double charges. Although in many other cases 
the body of exclusive users of independent systems is a large r proportion 
of the whole and in some instances, the majority, the duplications! 
representing payment of double charges in order to obtain communication 
with two isolated groups of telephone users, are in all instances a 
large proportion of the whole, and in most cases represent payment of 
the maximum charge. 

Although the amount of wasteful outlay thus entailed by com- 
pulsory duplication of telephone systems can only be conjectured, it 
is probably more than one -half of the entire amount paid annually for 
the service of the independent companies. 

Evidence is abundant to show that where rival systems exist 

the use of both by the business community is compulsory. The thousand 

or more letters appended hereto show this conclusively. Among them may 

be found hundreds like the following: 

The Cowell & Hubbard Co., Cleveland: "We are subscribers 
to both telephone systens because we must be in order to be 
in touch with all of those of our customers who have telephones." 

James Casey, Toledo: "Afraid I'll miss sose thing if I 
have but one, so I am compelled to have both." 

Brown Shoe Co., St. Louis: "Competition compels us to 
use both systems." 

Similar testimony was given in practically all of the great 
number of oral statements made upon this point. 

Personal inquiry made by me in every city visited shows that 
the use of two telephone systems is very general among smal 1 retail 




tradesmen, such as grocers, butchers , "bakers, plumbers , livery stable- 
keepers, druggists, etc. and is regarded "by them as a very grievous 
burden, as the annual charge is relatively a very heavy tax upon a small 
retail business* With this class of merchants the use of both telephones 
is in an especial sense compulsory, as if they have but one, they are 
certain to lose the trade of families having only the other. The in- 
stallation of a small number of competing telephones, judiciously dis- 
tributed in residence quarters is therefore sufficient to force a much 
larger number of small tradesmen to Install both systems; and this in 
turn makes it desirable for a considerable number of wholesale houses to 
do likewise. 3?or this reason, a very large preponderance of duplicate 
telephones are in business houses as shown by Schedule A. 

Concerning this phase of the question, the "Bulletin of the 
League of American Municipalities" says: The fact is that in every city 
where thers are t;?o telephone companies in operation the business and 
professional men find it necessary to have the service of both companies* 
and where Bell rates are not reduced by the competition, these subscrib- 
ers have forced upon them an additional e:xpense for telephone service." 

IX: EFEBCT OP COMPETITION UPOH CHARGES FOB T3LEPH02IB SERVICE. 
One of the main arguments advanced in behalf of competition 
is that it reduces rates and thereby lessens the cost of telephone 
service. 

At the outset the rates of nerr companies are invariably much 
lower than those of the old companies, but little if any permanent bene- 
fit accrues to telephone users. In general the old company maintains its 
rates, especially those to business users, at the figures charged in 
cities of similar class where there is no competition. As business men 



are as a rule compelled to use both competing systems, their total out- 
lay comprehends the undiminished or hut little diminished charges of the 
old company, plus the charges of the new company, which for the moment 
are abnormally low, but in a few years are inevitably advanced* 

Experience has shown that the rates of the Independent compan- 
ies are at first made without regard to the cost of rendering service, 
that in consequence a great number of independent companies have become 
bankrupt, that several of the principal independent companies doing 
business in the large cities have been "reorgani aed" because of failure 
to earn expenses, and finally that where the test has been sufficiently 
long-cont imied several leading companies have been compelled to advance 
their rates, in some instances approximately to those of the Bell com- 
pany, which they had previously denounced as exorbitant. 

On this point, the "Bulletin of the League of American Munici- 
palities" says: 

"Although the independent movement is scarcely ten years of 
age, and most of the independent exchanges have been in operation less 
than five years, we have authentic statistics on rate increases made 
by seven exchanges that are fairly rspresentative of the entire propo- 
sition, because they include exchanges of all sizes and styles, several 
of which (St. Louis, Toledo and Madison) are pointed out by independent 
promoters as examples of prosperity. The figures showing the increases 
in rates made by these seven independent exchanges are as follows: 
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At Start At Present Increase Increase 

Bus* Hate Res. Bate. 



St. Louis, 


$60. 


•36. 


#72. 


-48. 


20$ 


33$ 


Cleveland, 


48. 


-36. 


72. 


-48. 


50$ 


33$ 


Pittsburg, 


48. 


-36. 


72. 


-58. 


50$ 


61$ 


Toledo, 


44. 


-26. 


52. 


-32. 


18$ 


23$ 


La Crosse, 


30. 


-18. 


36. 


-24. 


20$ 


33$ 


Madison, 


24. 


-18. 


33. 


-21. 


37$ 


16$ 


Gale sburg, 


30. 


-18. 


36. 


-24. 


20$ 


33$ 



Even more significant than these figures is the recent atti- 



tude of leading managers and promoters of independent telephone compan- 
ies , who in papers read at conventions have urged increased rates as a 
necessary measure of self-preservation. Among these Col. J. D. Powers, 
of Louisville, Ky. , prominent among independent promoters, recently said 
in a public address: "Avoid the mistake of supposing that you can 
successfully operate an exchange at a greatly reduced rate of rental. 
Good service should always command reasonable compensation. Do not 
seek to reduce the rates, but strive to improve the service. The best 
exchange in the world will be an utter failure if you do not receive ade- 
quate compensation for the service rendered.* 

In a paper read before the convention of the Inter-State In- 
dependant Telephone Association, held in Chicago, Dec. 1904, Dr. H. S. 

Herr, of Ottumwa, Iowa, read a paper on "A Sliding Scale of Hates." 
Hie contended first that independent rates were insufficient, second that 
the cost of supplying a given unit of service increases progressively 

as the number of subscribers increases, and finally not only that rates 
must be raised, but also that a sliding scale of rates must be adopted 
with an increasing charge per telephone as the. total number of subscribers 
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increases, and finally net only that rates must be raised, but also that 
a sliding scale of rates Bust be adopted with an Increasing charge per 
telephone as the total number of subscribers increases. 

Concerning insufficiency of rates Dr. Herr said: 

"Because of the fact that none of the Independent companies 
were aware when they te gan business that to maintain a telephone system 
it would cost more per telephone to care for 600 than for a lesser num- 
ber, they soon found themselves paying out more money for maintenance 
and operating than they were receiving. X X X A large number of telephone 
exchanges that in the beginning when their subscribers were few in 
number, gave excellent service, are now giving very poor service, because 
expenditures consume all the receipts and there is nothing left for 
repairs or maintenance. And unless financial relief comes by means of 
advanced receipts a very short time will put them out of business." 

Mr. Haxime Reber, formerly general manager of the Cuyahoga 
Telephone Co. of Cleveland, in an interview explaining why his company 
was compelled to raise its business rates 50 per cent, said: 

"It was supposed that the rates were sufficient to enable 
the company to conduct a successful business, but at that time there were 
no independent companies in existence in any of the large cities, and 
there was no actual experience available upon which to base estimates as 
to what the proper rates should be. Moreover, it was never contemplated 
at the time the franchise was asked for that there would be such a mar- 
velous development in the use of the telephone as has taken place in the 
last six year 8 since the franchise was granted, and while the rates would 
have been large enough to have taken care of the number of subscribers 
which was anticipated could be secured, they are not sufficient to cover 
the cost of furnishing service to the number of subscribers now con- 
nected with the exchange. 



"It has been known to telephone operators for a long time that 
it does actually cost more per telephone to furnish service the larger 
the number of telephones oonnected with any system, and that fact is 
susceptible of the most complete and satisfactory proof to anyone suf- 
ficiently interested to investigate. 

■It was stated at the he* ing before the Board of Control on 
Monday last that the rates established were not sufficient to cover the 
cost of furnishing tho service, in proof of which statement an examina- 
tion of the boobs of the company was invited." 

Ho less emphatic a statement has been made by Mr. Bouton, 
President of the Maryland Telephone Co., likewise in justification of a 
heavy increase in rates, and many other instances can be adduced. 

It is clear therefore, that in general independent rates 
are ignorantly made ; abnormally low, must continually advance as the 
business devslopes, and that therefore they yield no genuine or per- 
manent benefit to the public. 

The tendency of independent rates to advance must stead- 
ily increase owing to the immense overcapitalization of most if not all 
independent companies, and the heavy demands which depreciation will 
make upon them in the near future, scarcely any provision having been 
made by them for depreciation. 

The situation as to annual outlay by the public is, that 
the general public is paying (with some exceptions) as much or nearly 
as much for the Bell service as formerly; business men are paying for 
the ne\? service in addition to the old>- and ~a "large advance in new 
service rates has been made in many cities and is inevitable everywhere, 
the only alternative being the bankruptcy of those independent companies 
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which persist in doing "business at a loss. 

The ease was concisely stated by Hart & Co., of Cleveland, 

one of the principal business firms of that city, and large users of 

telephone service: 

"The Cuyahoga Co. obtained subscribers on the promise 
of reducing expense for telephone service, claiming that the 
Bell rates were exorbitant. They have since raxf;ed their rates 
from $48 • to $72., while the Bell rates have not been reduced « 
but remain at $84." 

The Bell rates throughout the country have not been uniform; 

and in some cities where rates have unquestionably been excessive for 

the quality and extent of service rendered, they have been reduced undei 

the stress of competition to a figure which represents a fair price for 

the service but still much in excess of the unreasonably low competing 

prices. 

In some other instances, rate wars have ensued, and some users 
have got both services for less than the former cost of one. A number 
of users in a certain city mention this and consider it a benefit to 
themselves. In fact if the condition be general, and continue, it mere: 
portends the wiping out of a large number of local investors who are 
stockholders in both companies, as it can be shown by the experience of 
many cities that the rates alleged to be given are destructive and can 
lead only to bankruptcy if continued. Of course such a condition can be 
only temporary, and cannot be de amed a benefit. 

It is further to be noted that in most cases, for the lesser 
rate of the independent companies a much smaller service is supplied than 
is supplied by the Bell company. Relatively to its extent. the independent' 
service, despite a lower absolute charge* Xs in moat Instances not cheaper 
but dearer than the Bell service, because of the greater extent of the 
'latter. As has been shown above, as the subscribers of the new 



companies increase and more extended service is thereby supplied the 
Independent rates tend to increase proportionately until they reach sub- 
stantial equality with the Bell rates for a substantially equal service. 

Before leering the subject of the effect of competition upon 
rates it should be pointed out that the tendency of rates is to deorease 
irrespective of competition, and that in fact there have been notable 
reductions in rates within ten years in Hew York, throughout Hew England, 
and in numerous cities where there is no competition. In Hew York the 
rates for a given service are but about one-half those of ten years ago. 
In Southern Hew England the average annual charge has declined from 
about $67. per subscriber per year to about $32. In that district a 
large proportion of the telephone service is in small towns, where the 
base rate has been gradually reduced until it now is #18. for residence 
and $24. for business party lines— a rate that will yield a profit only 
upon a close capitalization and with the most prudent management. 

This reduction has not resulted from competition because 
there is practically no competition in the territory. It is the out* 
growth of improvement in the art, legal saf eguarding of the Investment 
against the destructive effect of wasteful competition, and above all, 
of a sound and \7ise business policy of popularizing the telephone with 
the masses by the adoption of attractive rates, and by providing the 
best possible service. Inasmuch therefore as rates in aon-competitivo 
territory have declined coinoidently with tha decline at competitive 
points, and, where the conditions are equivalent, in an equal degree, 
it is obvious that competition, although it may occasionally cause de- 
structive rate wars, is not the ohief or the important factor in the 
regulation of rates, and is not entitled to claim credit for reducing 




16: 



the cost of telephone service to a normal and reasonable basis of charge. 

XPJSCT OP CGL£PETITION UPON QUALITY OP SERVICE AND 
UPON THE DEVELOPMENT OP TELEPHONE USB. 
The numerous Bell companies have not until recently been under 
centralized control, the management of each being in large degree inde- 
pendent and conducted by local managers with independent authority as to 
system and methods. In consequence there has been much Taxation in 
the character of the service rendered in different districts. In many 
cities where competition does not exist, as well as in those where there 
has been but little competition, the service of the local Bell companies 
has been maintained at the highest point. Every available improvement 
has been made, large amounts of money have been expended to provide the 
most modern apparatus, the physical condition of such apparatus has been 
constantly maintained at the highest point of efficiency, and the dis- 
cipline and methods of the operating staffs have been beyond criticism. 



cities which have come under my observation the alleged former incapac- 
ity, indifference and arrogance of the local Bell managements have been 
said to be responsible for public exasperation and just irritation at the 



In the latter cases competition has exercised a most beneficial influence 
by compelling the complete reorganization of methods where they have been 
inefficient, and causing the adoption in some cases of improvements which, 
had theretofore been delayed. It is only just, however, to state that 
as to the latter detail the physical improvements required by the advance 
in the art were either in progress or arranged for before the access of 



The reverse, however, is true in other instances. In several 



defective service rendered and the negligence of the methods of operation 
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competition made them compulsory, and that in general the Bell companies 
have provided the "best possible equipment as soon as it could be obtain- 
ed. The great improvement in service to which reference is mad 3, is 
store particularly in better operating methods and better discipline than 
formerly prevailed. At competitive points, as a rule, this improvement 
is seemingly due to the influence of competition. In the large number 
of letters appended, this improvement in service is very frequently al- 
luded to. It must be oonceded that as a whole, in this respect the ef- 
fect of competition has been beneficial in those cities where just cause 
for complaint previously existed. 

It appears, therefore that there has been a very great improve- 
ment in the efficiency of the telephone service both where competition 
exists and where it does not exist. "While competition undoubtedly is an 
important factor in the improvement in certain areas, it is likewise tj 
that highly efficient service is general where competition does not 
exist and that it is due to the conviction on the part of the Bell tele- 
phone companies that high efficiency and high development, whereby the 
utility of the service is Increased and satisfaction assured to the 
public, is a wise and paying business policy. 

In this connection it is to be noted that very great improve- 
ments in the art of telephony have been made in recent years, that their 
adoption has involved the casting aside as obsolete of an immense extent 
of equipment still in very serviceable physical condition and the outlay 
of immense sums of money for the purpose of re-equipment, and that the 
Bell company in many instances, without the compulsion of competition, 
has made this sacrifice of valuable material and the furtJer investment 
of many millions of dollars for the purpose of improving its service, 
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It is obvious, therefore, that the immense improvement in telephone ser- 
vice observable in recent years is not to be credited solely to the in- 
fluence of competition. 
DEVELOPMENT 0? THE USE OF THE TEL2JPH0231. 

One of the chief arguments advanced on behalf of competitive 
telephone systems, is that competition is responsible for Immense develop- 
ment in the use of the telephone. This is an assumption which is but 
partfer true. Other causes than competition have operated to produce de- 
velopment. The fact is that it has been as great, or greater, in the 
areas where competition does not exist than in those districts where 
competition has exerted its force to the utmost. Schedules C. and De 
below show the relative development under competition and non-conpeti- 
tion. 

SCHEDULE C. 
D3VIDL0PME5T AT C0UP3TITIVE POINTS. 



City 



Baltimore 
Buffalo 
Chicago 
Cleveland 
Pall River 
Indianapolis 
Kansas City 
Lou?, f-ville 
Minneapolis 
New Bedford, 
Philadelphia 
Pittsburgh & 
Allegheny 
Rochester 
St. Lcuis 
St. Paul 



Estimated 
Popula tion 



550,000 
425.000 

1,968,000 
482,000 
120,000 
200,000 
230 , GOO 
23c ^ 000 
230^000 
75,000 

1,408,000 

487.000 
180 1 000 
750,000 
192,000 



Approximate 
Number of 
Telephone 
Subscribers 

21,149 
21,847 
97,384 
29,560 

3,557 
12,965 
18,078 
14,343 
20,147 

3,379 
61,979 

41,305 
12,921 
32,810 
11,124 



Subscribers 

100 of 
Population 



3.8 
5.1 
4.9 
6.1 
2.9 
6.5 
7.8 
6.1 
8.7 
4.5 
4.4 



8.4 
7.2 
4.4 
5.7 
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SCHEDULE D. 
EEvTSLOPMENT AT HON- COMPETITIVE POINTS. 



City Estimated Approximate Subscribers 

Population Number of Per 100 

Telephone of 

Subscribers Population 

Boston 1,307,022 63,110 4.8 

(Metropolitan Dist.) 

Denver 158,000 14,884 9.4 

Hartford 90,000 5,278 5.8 

Milwaukee 325,000 15,027 4,6 

New Haven 125,000 6,284 5. 

New York 2,245,000 144,353 6.4 

(Manhattan & Bronx) 

San Francisco 450,000 45,393 10. 

Washington 300,000 14,395 4.7 



Note: The figures in Schedules C. & D. are only approximate 
as in several instances the telephone district covers con- 
siderable suburban areas, whose population is not included 
in the foregoing tables . In these instances the development 
is somewhat less than shown. The estimates of population 
are taken from the World Almanac. The numbers of stations 
are taken from the respective telephone directories, and 
from the statements of the several companies. There are 
some discrepancies, but the relative development of the 
various cities is fairly exhibited by the schedules. 



It will he observed that the highest degree of development ob- 
tains in certain cities where competition is unknown. In San Francisco 
and Denver the number of telephones per hundred of population exceeds the 
corresponding development in any competitive city. It will also be ob- 
served that in certain cities where competition has "been very keen, 
namely, Baltimore, Philadelphia and St. Louis, the total number of tele- 
phones per hundred of population is less than the average in the most 
important cities where there has been no competition. Inasmuch, there- 
fore, as the development of the use of the telephone in non-compet itive 
cities has kept pace with, and in some cases exceeded the development at 
competitive points, it is obvious beyond controversy that development 
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everywhere is due to the fact that the telephone is increasingly recog- 
nized as a general necessity and is used increasingly because of that 
necessity, Irrespective of the existence of competition. 

It is of fundamental importance, however, to note that the 
alleged development at competitive points is not development in the 
broadest and truest sense, Inasmuch as it comprises two Isolated groups 
of telephone subscribers who are deprived of communication with each 
other. This division into groups is shown by Diagram B. Hone of the 
members of Group A. can communicate with any of the members of Group C. 
In the case of Cleveland, nearly one-half of the population is wholly 
cut off from communication with the other half. The alleged develop- 
ment is fictitious and an obstacle to genuine and general intercommuni- 
cation. So far as the use of the telephone for inter comciunication be- 
tween the two groups of subscribers is concerned, or.e-half of the popu- 
lation of Cleveland might as well be located the other side of the Rocky 
Mountains, the other half being located on Lake Erie. 

In the case of non- competitive points, the development is ac- 
tual and genuine, for the reason that it permits the entire body of 
telephone users to communicate freely with each other, thereby fully 
serving the fundamental purpose of the telephone, namely, that of inter- 
communicat ion. 

On this point Richard T. Sly, the publicist, one of the 
foremost American writers on Monopolies, in his work on "Monopolies & 
Trusts,* says: 

•Two telephone companies cannot perform the same 
service which one can perform, inasmuch as complete unity is 
lacking. The object of the telephone is ^ brine people *2*?i*l 6r » 
and the more completely it does this , the bett er ft performs its 
functions. T^o or more competing telephone plants, however, 
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separate people, and thus operate antagonistically to the pur- 
pose for which the telephone was established. X X rifenJLfee-tly. 
also, the telephone business of any city can be conducted for l«sa 
by one plant than by two competing plants, pro ride d that the 
same ends are even approximately secured; for rivalry implies 
two telephones for a large proportion of the subscribers; and eren 
if every subscriber had two telephones, the same ends would 
be only approximately reached, as the absence of unity would be 
an inconvenience involving considerable annoyance and loss." 




Prom the schedules cited above it is obvious that competition 
is not the chief nor even an important factor in the development of* the 
use of the telephone. It is also obvious that at competitive points' the 
alleged development is imperfect and an obstacle to complete intercom- 
munication* 

In another way experience has shown that competition exerts 
a most pernicious influence upon development. One of the first effects 
of competition is to greatly impair the earning power of the original 
conipany, thereby making it difficult for it to get the oapitaX necessary 
to install improved service and extend the area of its operations. The 
competing company ordinarily installs highly efficient apparatus but 
within a limited area. In the course of a few years its facilities 
are practically congested, all its capital has been absorbed, its low 
rates have not provided for depreciation, it has hardly paid operating 
expenses, and its financial history gives no incentive to the investment 
of the additional capital necessary to extend its operations. The result 
is, in a large degree, paralysis of development after the first abnormal 
spurt due to competition has been made. This condition actually ex- 
ists in several competing cities at the present moment. So far as the 
independent companies are concerned, the condition is certain in the 
near future to become more widespread, inasmuch as the time has arrived 
when all of the older independent companies are feeling the. effects 
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depreciation and the necessity for increased capital and re -capitaliza- 
tion is becoming manifest, and in some eases pressing. 

OTHER RESULTS 0? COMFET ITIOH. 
In the letters attached hereto will he found a number of cita- 
tions from the experience of merchants and others, as to other and minor 
results of competition* One of the frequent statements is that two com- 
peting lines offer an advantage in the fact that in the case of sub- 
scribers having both systems, when one line is busy the subscriber can 
be called upon the other* It should be pointed out that the same conven- 
ience would accrue if two wires of the same line were installed, the cost 
for a second wire of the same system invariably being much less than the 
cost of a second system* If the duplicate Installation were of the Bell 
system, in most cases a larger percentage of users could be reached at 
a less cost* 

numerous statements are also urged as to the inconvenience of 

having to consult two telephone books, of two bells ringing at the same 

time, and the annoyance due to duplication of numbers and the calling of 

subscribers on wrong *phones* A very serious objection is raised by 

many large firms having private branch exchanges, on the ground that it 

eventually becomes necessary to duplicate 1 phones throughout their entire 

house, requiring a large number of duplicates in the case of important 

houses. This aspect is well covered by the statement of Hart & Co*, 

Cleveland, 0., as follows: 

"We are compelled to have both systems at a great in- 
crease of cost. We have both in our office and also have a private 
branch exchange under the Bell system with many stations in our 
various departments on the several floors of our building. If a 
call comes over the Cuyahoga 'phone for anyone in the house, 
we are compelled to send from the office to a distant part of the 
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"building to bring the party called for to the 'phone and have 
the wire held until he reaches it. The alternative is that we 
must pay several hundred dollars a year to install a second 
private "branch exchange." 

In the statements of officials cited in the following section, 
frequent stress is laid upon the damage to streets and trees, the ob- 
struction of streets by duplicate poles and wires, and the impairment of 
pavements due to the construction of conduits. 

V: PUBLIC OPINION BASED UPON BXPB HT3NCE . 

ABOLITION 03? COMPETITION IN GREAT BRITAIN. 

Prom the introduction of the telephone in "England, the English 
Government encouraged competition. The National Telephone Co. operates 
throughout Great Britain; paralleling its lines and competing with its 
service in some localities are the public lines operated by the General 
Post Office. An Act of Parliament was passed in .1399 to permit and en- 
courage the operation of public telephone lines by municipalities. 
Thus two governmental systems compete with private enterprise and with 
each other. A Committee of Parliament and the Post Office authorities 

having made an exhaustive study of the subject has found that competition 

five 

is most detrimental. After twenty years' experience of competition the 
English Government has therefore decided to abolish it, by acquiring 
the plant of the National Telephone Company at an outlay of about 
$65,000,000. and consolidating the several competing systems into one, as 
a necessary step toward full development, complete inter communication, 
efficiency of service and economy for users. 

On August 9th of the present year the subject being before 
Parliament, Rt. Hon. Joseph Chamberlain, Chancellor of the Exchequer, 
said: 
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"No one who had followed the telephone de-velopment of 
this country could escape the conviction that a great mistake was made 
when telephones were first invented and the system was first introduced. 
Through many weary years their principal object had been to escape from 
the situation then created, and onoe again to secure for the Postmaster- 
General | and through him, for the country, a free hand in the matter of 
telephone development throughout the United Kingdom. When the telephone 
undertakings were first started in this country it was the impression of 
the then Postmaster-General that competition was as good for telephones 
as for all other forms of adventure, and that the way to obtain a cheap 
and efficient service was to encourage competition as much as possible. X 

"All that had happened since had gone to show that com- 
petition did not secure a cheaper and more efficient service, and in 
fact that the telephone system of the country was perhaps the least 
suited for competition of almost any service which could be imagined. 
Before the State really actively stepped into the field, the different 
competing companies were by the force of oircumatances obliged to be ab- 
sorbed into one gigantic monopoly, and, whatever might be said of that 
monopoly, and its service had often been open to much criticism, it had 
provided a much better service and a much greater development than would 
have been possible had all those competing companies remained in exist- 
ence." (Hear! hear! ) 

■The experiencs of the past had shown that Just in pro- 
portion as they had different and competing systems so they increased 
the expense, lessened the value which each subscriber got for his sub- 
scription, increased the difficulty of tracing to its source any imper- 
fection in the se^nrice, and rendered the service less generally useful 
than it might otherwise have been. Accordingly they have come in the 
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light of experience to hold that there must be one central control for 
the whole telephone system of the country." 

JUSTICE BARNARD, U. S. DIST. COURT, DIST. COLUMBIA. 

In an opinion given in a suit to restrict the rates of the 
Chesapeake & Potomac Telephone Co* Justice Barnard said: 

"In Orand Rapids , Men. , and perhaps some other cities 
where testimony was taken, there were rival companies, causing competition 
and it was shown that nearly every subscriber had two telephones, one 
belonging to each company* The result in such oase is necessarily more 
inconvenient, confusing and expensive than to have only one company* 
X X X It would also be a misfortune to have two or more companies doing 
a general telephone business here (Washington). It would not only re* 
quire two or more telephones in each subscriber* s office, where it was 
necessary for him to talk with the city generally, but the construction 
of conduits and lines would keep the streets torn up and inconvenience 
the public much more than to have the lines all in the control of one 
company* " 

U. S. COHtaSSlONlRS, DISTRICT 07 COLUMBIA. 

Application was made to Congress to incorporate the Columbia 
Telephone Co* to operate a competing telephone service in the District 
of Columbia. Congress refused to grant the application, on the recom- 
mendation of the Commissioners who said: 

"The Cocci so loners explain that they have advised 
against the incorporation of additional telephone companies in 
the District in the belief that the telephone service could be 
better rendered by a single company under proper management and 



26: 

at proper rates than by two or more companies having separate 

lines and separate instruments. Por these reasons we recommend 

adverse action on the bill in question." 

COMMITTEE OP THE CONNECTICUT LEGISLATURE. 

The statutes of Connecticut forbid the use of the public 

streets by public service corporations until a decree of court after 

judicial inquiry certifies that the public necessity requires such use. 

The purpose is to protect existing corporations in their just rights, 

prevent the wasteful destruction of Invested capital, and avert harmful 

and unreasonable competition. A bill was recently introduced in the 

Connecticut Legislature to repeal or amend these statutes in order to 

permit unrestricted telephone competition. The Committee made an oral 

report to the Legislature, upholding the principle of restriction of 

competition in public utilities, and especially condemning telephone 

competition as opposed to public interest. 

CITY C0U2TCILS OP SAB JRAFCISCO, AID 
HA*ULTOJ» T , OFT. 

Application for a franchise for a competing telephone system 
having been made to the City Council of San Prancisco, a committee was 
deputed to examine into the operation of competition at Los Angeles, one 
of the cities where competition is most highly developed; also at San 
Jose and Sacramento. Their report strongly condemned telephone com- 
petition as a great burden upon users, wasteful, inconvenient, and un- 
desirable. A similar and very extended inquiry was made by a committee 
of the City Council of Hamilton, Ont., who reported: »It is not de- 
sirable for any community to have competition in telephone unless it is to 
regulate some very grave evil. The almost universal experience has been 
that competition raises the rates materially to business and professional 



27: 

men and lowers the rates somewhat to a resident. Competition in ordinary 
lines of "business may "be a good thing, but your committee is of the 
opinion that in telephony the rates should he regulated by some other 
means, competition being costly and up to the present time somewhat in 
the nature of an experiment .• 
CITY COUNCIL OF FRESNO, CALIF. 

A Committee of the City Council of Fresno investigated the 
question of dual telephones and reported: 

"Your Committee has made, as far as practicable, a thor- 
ough examination and investigation into the practical working of the 
double system of telephones in this city. We have received much infor- 
mation on the subject, nearly all of which has been derived from corres- 
pondence with various city and county officials in cities where two tele- 
phones are, or have been, in operation, and is therefore not based on 
conjecture or theory, but upon practical experience. The parties from 
whom letters have been received are mostly persons who are in a position 
to know from frequent use the practical operation of a double system, and 
are of such character as to justify us in relying upon their statements 
as unbiased and trustworthy, as will appear by the exhibits attached 
to this report. Your committee has negotiated with all the persons from 
whom it believed any information could be obtained or any light thrown 
upon this subject. 

"The unanimous verdict of all persons consulted who have 
made reply, is, that the double system is a failure, impracticable, and 
imposes unreasonable burdens upon the business community. A local tele- 
phone system, or a system having a large number of subscribers who fre- 
quently communicate with each other, and where eacl. subscriber is to re- 
ceive satisfaction and efficient service, must be able to communicate 




with every other telephone user. It ii a natural monopoly, and must 
necessarily be so, and for that reason should "be owned by the municipal- 
ity. A real competing telephone system is not practicable. VJe recommend 
that the application of the Pioneer Investment and Trust Co. for a 
franchise be denied, for the following and other reasons that could bo 
given: 

"(l) It would impose on every business house the burden and 

expense of maintaining and paying for two telephones. 

"(2) Confusion would arise from having t- ; :o telephones in the 

same place of business. Then again, two telephone directories 
would be required, and an inevitable confusion of telephone 
numbers throughout the city. 

"(3) The putting into operation of a new telephone system 

would mean the erection and construction of more telephone 
poles and wires in the streets, all of which are not only- 
unsightly but present real obstacles to the free use of the 
streets, and are particularly objectionable in case of 
fires." 

EVA35T P. HQTOL, MAYOR OF ATLAHTA, OA. 

In a letter to the Mayor of Opoli]ca, Ala., Mayor Howell says 
regarding two telephone systems in Atlanta: 

"Allow me to 87, in my judgment tvo different telephone 
companies cannot operate in a city with any benefit to the city or 
the people. ; Two companies not only cause additional poles 

and wires on the streets, thereby increasing the danger to the 
public, but they entail an unnecessary expense and burden upon 
telephone subscribers. 



29: 

"The principle of competition cannot "be applied to tele- 
phones with profit to the individual. Two different telephones instead 
of decreasing, actually inorease the expenses of the subscribers, to say- 
nothing of the added annoyance that must go with two. 

"Our city has two different systems and I write from 

experience." 

JAMES M. J017ES, MAYOR OP KANSAS CITY. 

In a message vetoing a grant of a franchise for a competing 
telephone system, Mayor Jones said: "Competition in my opinion is prac- 
ticable and of "benefit to the people only in cases where the use of the 
commodity furnished by one public service corporation will dispense with 
the use of the same commodity furnished by another. I have investigated 
as far as possible the results of the construction of a dual telephone 
system in other large cities; there is not, I believe, a large city in 
which the construction of a dual telephone system has reduced the price 
of the telephone service. In the city of St. Louis there exists a dual 
telephone system. The charges of the old company before the construction 
of the dual system were and ever since have been $100. for business 
telephones. The rate of the new company is $60, for business telephones. 
Neither company has reduced its rates. The old company, it is claimed, 
has as many subscribers as it ever had, but an additional burden has been 
placed upon many of its subscribers, especially the business men, by 
making it necessary for them to patronize both companies at the combined 
rate of $160. instead of $100., the price they were paying before the 
construction of the dual system. X X X The same or similar conditions 
have resulted in other large cities, from the construction of a dual 
telephone system; and in my opinion the construction of another telephone 
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system in this city would result in tearing up our streets and pavements, 
and increasing the poles and wires with which the streets and thorough- 
fares are already burdened without any resulting good to the public or 
to the telephone users, to say nothing of the nuisance that would result 
to subscribers from the operation of two systems." 
TOM L. JOHNSON, MAYOR OP CLEVELAKD, 0. 

In an interview in the "Cleveland Plain Dealer," Mayor Johnson 
said: "I believe consolidation of the telephone companies would be 
a good thing for the people. This business is unlike almost any other 
in this respect, but two telephone companies in one city are an absolute 
nuisance, and their consolidation would be a great accommodation to the 
public ." 

MAYOR OF YPSILANTI , MCK. 

The Mayor said in an interview: "After careful investigation 
of the telephone situation at Lansing and Jackson, I have returned fully 
decided to veto the resolution granting a franchise for an independent 
company in this town. The citizens of Lansing and Jackson whom I saw 
one and all advised Ypsilanti not to have two 'phones if they are getting 
good service from the Michigan Co. under the present rates. They all 
said it was a great annoyance and a heavy extra expense to have two 
'phones." 

JOHN H. RAYMOND, MAYOR OF AURORA, ILLS. 

In a letter to the Judicial Committee of the City Council 
of the City of Evanston, Ills., advising against dual systems, Mayor 
Raymond says: 

"On account of having these two systems every 
business man, and every heme, where they desire to be in communi- 
cation with business and professional men, as well as their 
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neighbors, are required to have "both telephones, and it results 
in a double expense. The prices are the same for "both systems. 

"In addition to the above, there are also the condi- 
tions that result from two systems of wires, poles and cables 
throughout the city, and as the telephone service requires such a 
multiplicity of wires, cables, polos and other contrivances, 
this is a matter of material importance, and should be thoroughly 
investigated and considered in concluding what is best to "be done 
in the premises. 

"It means also two telephones on your desk, in your 
home, and all the inconveniences that not only result from 
having the two instruments, "but the confusion of signals and 
other matters that follow with the two systems. 

"The above suggestions followed out in detail will give 
you sufficient reasons why it is not to the best interests of your 
city, and to the people in general, that more than one system of 
telephone service should be permitted." 
A. H. HUBBARD, MAYOR OP ELGIF, ILLS. 

In a letter to the Judicial Committee of the City Council, 
Evanston, Ills., Mayor Hubbard wrote: 

"Many of our business men had the foresight to inves- 
tigate the proposition by visiting Aurora and Joliet, where the 
second company had already started. The result of the investiga- 
tion proved to nine out of ten of them, that a second system could 
in no wise benefit them, 

"The objections reported by their colleagues in the other 
cities were about as follows: 

"First: It was found that all business houses were forced 



into having two telephones in order to reach or be reached by 
all the people* 

"Second: The expense to business men was almost double 
what it was before. 

"Third: Extra help was necessary in many cases to look after 
the telephones, as often both telephones were rung at the same time, 

"iourth: Many of the streets were encumbered with two lines 
of poles, to the regret of the property owners. 

"As I understand the situation in our city, since the 
new exchange opened, its number of subscribers has diminished in- 
stead of increased. As a general proposition, I favor competition, 
but competition is practicable and a benefit to the people only in 
cases where the use of the commodity furnished by one public service 
corporation will dispense with the use of the same commodity furn- 
ished by another. 

"The results experienced in Aurora and Joliet have been 
duplicated in Elgin, to the extent o? those who have the new c om— 
pany's service. It seems to me that the Becond system ha3 been 
no benefit to the City of Elgin. It has encumbered our streets 
with unnecessary pole lines, and I believe the majority of 
citizens wish it had never been introduced." 
GEORGE M. HOAG, CITY ELECTRIC I AH, CLEVELAND, 0. 

In answer to an official inquiry from Spokane, Wash., as to 
the results of telephone competition, Mr, Hoag wrote: 

>So far as Cleveland is concerned the experiment of 
competition in the telephone business has been little less than a 
calamity. Many of the telephone users are paying for two telephones 
instead of one. A comparison of the directories of the two 



companies (in 1902) shows over 5,000 subscribers who have instru- 
ments from both companies 5,000 'phones at the lowest legal 

rate ($36. per year) of the independent companies would amount 
to #180,000. per year. X X X The writer can understand why a man- 
ufacturer of telephone apparatus and supplies would, directly or 
indirectly, advocate the building of an independent exchange in 
your city. It would add to his business and presumably to his 
profit; but I cannot conceive of any benefit that would accrue 
to your people by the establishing of another exchange with your 
present rates. 

Briefly the results of telephone competition in Cleveland 
have been as follows: The streets are encumbered with many poles 
that would be unnecessary if we had only one company; the present 
users of telephones are paying probably $175,000. or $200,000. per 
year more in rentals than they would with one system. There is 
the inconvenience of looking through two directories instead of 
one to find subscribers names; many small investors and some 
larger ones have made investments which have not up to the 
present time proved desirable." 
BUSINESS OT'S PETITIONS AGAIBST COKFETITIGF. 

EVA1TST02I, ILLS. A franchise for a competing telephone system 

having been applied for in Evans ton, an investigation was made by the 
public authorities and business interests as to the results of competi- 
tion in other cities. In consequence, the following petition against 
granting the franchise was prepared and circulated for signatures: 
"To the City Council of Eranston, Ills." 

"The undersigned, believing the existence of more than one 
telephone system in Evanston would be an added expense to 
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subscribers and users of telephones, would result in confusion and 
annoyance to them, and would encumber the streets and alleys, 
respectfully request that applications for ordinance or franchise 
by competing telephone systems be denied by your honorable body." 
This petition was signed by 1060 merchants and other telephone 
users, comprising practically all the business men of the city: and the 
Council refused to grant the franchise. 

MANCHESTER , U. H. A large number of bankers, manufacturers 

and merchants, comprising the most important business interests of 
this city, signed the following memorial against telephone competition: 
"We, the undersigned telephone subscribers at Manchester, 
N. K», having had from one to three years 1 experience with the 
so-called advantages that the public may derive from having more 
than one telephone system in this city, hereby give as our 
opinion that the public can be better served by one company than 
by two companies, for the reason that two telephones are a nuis- 
ance as well as an additional expense," 

MORRIS, IIXS. The following protest against a second 

telephone system was numerously signed by leading lousiness men of Morris 
"We, the undersigned business men and patrons of the 
telephone offer a protest against granting a franchise to a second 
telephone company, feeling that another company would make a 
double expense and annoyance." 

OSKKOSH, WIS. Two telephone systems in Oshkosh having 

resulted in a move for consolidation, the business men of the City 
expressed their views as follows, in a petition addressed to the two 
companies: 



"We understand that negotiations are pending for the 
consolidation of the two companies, and, the "business men of this 
city, to whom the telephone service is of the most importance, 
respectfully submit that a second telephone system is of about 
the same practical utility to this citjr as a fifth wheel to a 
wagon. After four years of experience, and a somewhat expensive 
loyalty to both companies, we may be permitted to say that we are 
tired of the confusion and increased cost of the two systems, and 
that competition has not bettered our facilities in proportion 
to the increased cost. We have long since desired to shake off 
the burden of the additional expense and pay the one fair price 
to the company having national as well as local facilities. 
Your endeavors, gentlemen, consummating this end, will assure 
to you the thanks of your petitioners." 

HARTFORD, COW . A large number of manufacturers and "business 

firms of national prominence, doing business in Hartford, Conn, opposed 
the movement for dual telephone systems in Connecticut through the 
following memorial to the General Assembly: 

"We, the undersigned subscribers to and users of the 
lines and instruments of the Southern New England Telephone Com- 
pany in Hartford, Conn., take this means of expressing our objection 
to the passage of House Bill No. 326, or repeal of the present 
law regarding telephone companies, which would permit the intro- 
duction of another system in Hartford; believing that one 
company, if properly controlled, would best serve us; that a 
second company would prove a burden to us and be a detriment to 
our "business and the interest of the city generally, as has been 




the experience of a double system in other cities. 

"The service of the present company is good and we 
therefore fail to see the need of the above legi slat ion 
A CONSENSUS OP BUSINESS EXPERIENCE. 

Appended to this Report is an abstract of about 1200 letters 
and statements, received from business houses in all parts of the country 
They may be summarized as follows 

Most of the houses reporting state that the use of both tele- 
phone systems is compulsory to them, to enable them to reach all their 
customers, which they cannot do over one telephone. 

In the majority of oases competition has increased the aggre- 
gate annual outlay. A large proportion of the replies state that no 
reduction has been made in the rates of the original companies, and that 
in addition they are compelled to pay the charges of the new companies. 
In many instances, however, it is stated that the cost of the Bell system 
is less than formerly, and in a few instances it is averred that the two 
systems together now cost less than the Bell system alone formerly cost. 

In many cities nearly all the replies state that competition 
has improved the service. In other cities it is stated the service of 
the original company has constantly been excellent, and that competition 
has had no appreciable effect in the way of betterment. 

A large proportion of the replies, probably a majority, express 
the opinion that competition is desirable because of improvement of ser- 
vice, but undesirable because of increased cost, inconvenience, and 
prevention of telephone communication between the users of the respective 
systems . 

Many replies claim a great increase in the number of telephone 
users as a benefit due to competition. It has been shown above that 
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development is independent of competition, and that competitive develop- 
ment impedes instead of promotes intercommunication 

Improvement of service in some cities, reduction of aggregate 
annual oharges to a small part of the oommunity for a very limited ser- 
vice, convenience of having a second wire to use when the first is busy, 
and increase in the number of telephone users fairly sum up the benefits 
claimed for competition in the appended letters from business men. 

Increased annual outlay for the business community; inconven- 
ience of consulting two directories, of having two telephones on the 
desk, and of answering two rings at once; the disadvantage of non-com- 
munication between the exclusive users of rival systems, and the damage 
to and obstruction of streets sum up the objections urged against dual 
systems . 

VIEWS 03? SOME EMIKEHT PUBLICISTS. 

Hon. Thomas M. Cooley , former Chief JTustice of Michigan, Inter - 
State Connerce Commissioner, one of the foremost writers and authorities 
of the later 19th Century upon juridical and economic subjects, in an 
article in the Horth American Review says in relation to natural 
monopolies: 

"Except in very large cities, public policy requires that 
for the supply of light, or water, there should be but one corpora- 
tion; because one can perform the service at less cost than two 
or more, and in the long run will be certain to do so. But scheming 
men make periodical attacks upon corporations existing for these 
and similar purposes, and with a popular cry for a watchword, they 
can always enlist local interest in their favor. If they can 
succeed in obtaining a rival franchise the subsequent history is 
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commonly this: A war of rates for a season, and then either 

the sale of one franchise to the own* s of the other, or a division 

of the territory, or an agreement upon prices. • 

Hon. Roger Wolcott when Governor of Massachusetts vetoed a bill 

for a competing pipe line. In his veto message he said regarding the 

harmfulness of competition between public utilities: 

■Experience has demonstrated that unrestricted compe- 
tion by public -service corporations, although the temporary re- 
sults may be to make cheaper prices to the public, seldom accom- 
plishes any permanent good. The public must eventually pay the 
bills. 

■I can see no permanent advantage to the community in 
arming this company with a club by which it may strike down those 
already in the field. Temporarily it may cheapen prices; indeed 
it must do so or promise to do so, that it may strike them down; 
but the history of such competition demonstrates that eventually 
it is the public that suffers.* 

All of which is respectfully submitted. 

(Signed) PHSDSRICK B. EE BEBAKD, 

Secretary, 
SPECIAL TELEPHONE COMMIT TEE. 



